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VIA ELECTROMCFILiNG

Ms. MarleneDortch, Secretary
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~ 12~Street,SW
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Washington,DC 20554

Re: Ex parte.CC DocketNos.02-33.95-20.98-10.AppropriateFrameworkfor
BroadbandAccessto theInternetOverWirelineFacilities

DearMs. Dortch,

Verizon’s July 1, 2003 attemptto distortthestateofcompetitionfor specialaccess
servicesand deflectattentionawayfrom its bottleneckcontrol overfacilitiesusedto
providebroadbandservicesto largebusinesscustomerscannotsurviveevena cursory
examinationof thefacts. As detailedin AT&T’s petitionrequestingthat theCommission
initiate a rulemakingto reformregulationof incumbentlocal exchangecarrierratesfor
specialaccessservices,theexcessivespecialaccessratesthat incumbentsareableto
imposearetheresultoftheircontinuingmarketpoweroverloop andtransportfacilities
neededby othersto provideserviceto largebusinesscustomers.

No amountofhandwaving by Verizoncanchangethefactthat ILECsown
subscriberaccessline facilitiesconnectingsome3-to-4million commercialbuildings
nationwide. In contrast,AT&T currentlyprovidesserviceat approximately186,000
commercialbuildings,servingabout6,700buildingswith its own facilities andobtaining
facilities from otherCLECsat approximately3,300 additionallocations. This self-
provisioningandaccessto alternativefacilities providersamountsto roughly 5.7%ofthe
approximately186,000commercialbuildingsatwhich AT&T currentlyprovidesservice,
andlessthan0.4%ofthe3-to-4million commercialbuildingsnationwide. SeeAT&T
Reply Comments,ReplyDeclarationofLeeL. Selwyn,RM No. 10593,January23, 2003,
at 16.

As a result,the Commissionshouldview skepticallyVerizon’sclaimthat “[tb
competein this market,VerizonandotherILECsmusthavethesameflexibility to price



andpackageservicesthat carrierssuchasAT&T currentlyenjoy.1” Underthissame
reasoning(“flexibility” to meetcompetitionin themarket),Commissionactionsto
deregulatethespecialaccessmarkethavebeenusedby theILECs not to meet
competitionbut to gougetheircaptivespecialaccesscustomers,Alreadyexorbitant
specialaccessratesand revenueshavesoaredsincetheCommissiontook action,with
ILEC annualreturnsfor theseservicesasmuchormorethan50 percent.

Thus, recenthistoryconfirmswhat economicstextbookshavepredictedfor years,
marketforcescannotbecountedon to constrainpricing in amarketwheretheincumbent
maintainsmarketpowerandcompetitorshavefewif any alternatives.The marketplace
reality ofthe Commission’sderegulatoryeffortson behalfofspecialaccessshouldbea
redflag ofcautionfor similarefforts in themoregeneralbroadbandservicesmarket.

Attachedherewithis acopyof AT&T’s specialaccesspetitionfor rulemakingand
its reply commentsin supportof its petition. Thesecommentsprovidefactsconfirming
the excessivespecialaccessratesthatILECs areableto imposebecauseoftheir
continuingmarketpoweroverloop andtransportfacilities.

Consistentwith section1.1206ofthe Commission’srules,I amfiling one
electroniccopyofthisnoticeandrequestthatyou placeit in therecordoftheabove-
referencedproceedings.

Sincerely,

ATTACIHMENTS

cc: W. Maher
C. Mattey
M. Carey
B. Olson
C. Carpino
D. Cooper
T. Natoli

1 Letterto MarleneDortch, Secretary-Federal~ommunicationsCommissionfrom W. ScottRandolph,
Director-RegulatoryAffairs, Verizon, CCDocketNo. 02-33,AppropriateFrameworkfor Broadband
Accessto theInternetOverWireline Facilities,July 1, 2003,at2.
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